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1. Highlights 


On 5 July 1959, President Soekarno stipulated a decree to return back to the UUD 
1945. Since this moment, the Indonesia Government operated according to the 
Guided Democracy system. The nation power was centred to the president and the 
presidential decree based on the Political Manifesto (Manipol) stated on 17 August 
1959 as well as in the economical area. Guided economy required all of the nation 
elements to become the unfinished revolution instruments. Nationalism, religion, 
communism (Nasakom) were the three pillar of the guided democracy ideology. 


Within this period, the cash payment policy 
was intended to unite territory and monetary 
union beside the policy linked with the attempt 
to improve the non cash payment transfer. 
Therefore, as West Irian returned to RI, West 
Irian currency (IB Rp) was stipulated 
exclusively for this region that was valid since 
1 May 1963. Beside that, to manage the Dollar 
Malaysia circulation (dedolarisasi) in the Riau 
Islands, Riau Islands Rupiah (KR Rp) was 
issued exclusively valid for that region since 15 October 1963. The denominations for 
KR Rp and IB Rp banknotes were the same; the difference was only on the printed 
region name. IB Rp was printed with Irian Barat whereas KR Rp was printed with 
RIAU. Subsequently, KR Rp coins had flat sides and printed with Kepulauan Riau 
while IB Rp coins had ridged sides without any text. 



In this period, the RI government published the Clothing and Food Series banknotes 
marked with the year 1960 and 1961 with Rp 1 and Rp 2.5 denominations, as well as 
the President Soekarno Series marked with the year 1964 which was the last 
government money publication. In preparing to accomplish the monetary unity for all 
of RI regions, Presidential Decree No. 27/1965 dated 13 December 196 was issued 
which stipulated the circulation of the new rupiah as the valid payment instrument in 
all regions of Indonesia. This stipulation had granted the full authority to BI to issue 
all types of money in all denominations which deviated from UUPBI 1953. The new 
currency had an exchange rate of new Rp 1= old Rp 1,000 and new Rp 1 = IB Rp 1. 
In relation with the stipulation, the following money was issued: BI Dwikora Series 
banknotes marked with 1964 with 1 cent, 5 cent, 10 cent, 25 cent and 50 cent 
denominations; BI President Soekarno Series banknotes marked with the year 1960 
with Rp 5, Rp 10, Rp 25 Rp 50 and Rp 100 denominations; as well as the President 
Soekarno Series banknotes marked with the year 1964 with Rp 1 and Rp 2.50 
denominations. 


Regarding the non-cash payment, the government stipulated through UU No. 17 of 
1964 that bad check withdrawal is a crime threatened with death penalty, life 
sentence, or imprisoned with a maximum fined four times of the written amount in 
the bad check. It was done as prior to 1964, there were many symptoms of blank 
cheque withdrawal which might disturb the non-cash payment system and harmed 
the community. Later, Bank Indonesia circulated a "Blacklist of Bad Check 
Withdrawer" to the banks. 


In the clearing practice within this period, an improvement of clearing procedure 
supervision occurred. It was done by obliged each of the clearing officer of each 
banks to create a signature card which was kept in a 'kardek' at clearing organisation 
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to be checked at times. For non-cash payment between Bank Indonesia offices, telex 
facility and debit and credit transactions documents were used. BI check was used 
only for cash withdrawal from the BI petty cash, while demand deposit was only 
cleared or transferred the overseas correspondent banks. 
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2. Exclusive Rupiah for West Irian Territory and the Riau Islands 


During the Guided Democracy era, the government emitted the exclusive Rupiah unit 
which was valid in two regions, West Irian and the Riau Islands. The exclusive rupiah 
that was circulated in West Irian was named IB Rp and circulated as of 1 May 1963, 
together with the submission of the West Irian government from UNTEA to 
Indonesia. The IB Rp circulation was a transition act performed by the government 
to replace the Nederlands Nieuw-Guinea currency (NNGf) which was circulated 
previously. Meanwhile the exclusive Rupiah circulated in the Riau Islands was named 
KR Rp. This rupiah was circulated since 15 October 1963 with the purpose to handle 
the Malayan Dollar currency which was widely used in the Riau Islands. Both of these 
exclusive currencies were circulated in three types of money, namely the banknotes, 
government banknotes, and coins. As a transition currency, IB Rp and KR Rp had a 
higher value compared to the Rupiah that was commonly circulated in other 
territories of Indonesia. 


During the 1960s, Indonesia confronted the Netherlands. This confrontation was 
triggered by the Netherlands' reluctance to surrender West New Guinea to the 
Republic of Indonesia. After West New Guinea returned to the hands of the Republic 
of Indonesia, through the Presidential Decree No. 2 of 1963, the government issued 
exclusive rupiah for West Irian (IB Rp) with the purpose of to replace Nederlansche- 
Nieuw-Guinea (NNGf) gulden currency. What were the different types of IB Rp? What 
was the impact of the 13 December 1965 monetary policy against the circulation of 
IB Rp? 

The following article will depict IB Rp, beginning from ,its various types and values 
until the time when IB Rp was withdrawn from circulation. 

The Round Table Conference (KMB) convened in 1949 left one problem that became 
a throne in a flesh for the Republic of Indonesia. It was the West New Guinea issue. 
The resolution of the Round Table Conference stated that in the period of 1 year 
after the sovereignty handover to the Unitary State of Republic of Indonesia (RIS), 
the issue on West New Guinea would be resolved through a negotiation mechanism 
between RIS government and the Dutch kingdom. Nevertheless, after RIS was 
turned into the Republic of Indonesia again, the Dutch remained reluctant to 
surrender West New Guinea to the Republic of Indonesia. 

Various attempts were made to integrate West New Guinea with the rest of 
Indonesia. By making use of the diplomatic channel in the General Assembly of the 
United Nations (UN), the taking over of Dutch companies in Indonesia, until the 
severance of diplomatic relation with the Dutch Kingdom on 17 August 1960. 
However, during the General Assembly of the UN, the Dutch would only relinquish 
Irian by first setting up a representative under the UN to subsequently form the 
Papua state. 

This Dutch attitude obviously upset Indonesia. Consequently, from December 1961, 
the Republic of Indonesia decided to "respond to the Dutch with canon fires", 
initiated with the strategy for mobilization of the country in order to wrest West New 
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Guinea from the Dutch. This movement was called Tri Komando Rakyat (Trikora) on 
19 December 1961. Trikora contained the following: 

1. Abort the formation of the Dutch colony's puppet country. 

2. Hoist the Indonesian Red and White flag in West New Guinea as part of 
Indonesia. 

3. Prepare for public mobilization to defend the Indonesia's independence and 
unity. 

As its implementation, the West Irian Liberation Commando was formed under the 
command of Major General Soeharto. In the diplomacy approach, government of the 
RI and the Dutch had agreed to, by the latest of 1 October 1962, for the United 
Nations Temporary Executive Authority (UNTEA) to arrive in West New Guinea for 
the official hand-over of administration from the Dutch. 

Accordingly, the Dutch flag was lowered and replaced with the UN flag. On 31 
December 1962, the Indonesian flag was hoisted, next to the UN's. Furthermore, the 
official hand-over of West New Guinea administration from UNTEA to Indonesia took 
place on 1 May 1963 at Kotabaru/Hollandia (now Jayapura). 

After the West New Guinea was returned to RI, the government actively drafted few 
regulations. These regulations were drafted in correspond with the Trikora execution 
and in particular to accomplish the goals of the revolution in general. 

The idea of establishing the Malaysian Federation State emerged amid the struggle 
to liberate West New Guinea in 1961. The Malaysian Federation State consisted of 
Malay Land Union, Singapore, Sarawak, Brunei, and Sabah. President Soekarno 
rejected this idea as it was considered a threat to unfinished unsettled revolution 
process in Indonesia. Furthermore, the circulation of Malaya Dollar currency had 
broadened, especially in Riau Islands District. 

As a consequence, tension rose between Indonesia and Malay Land Union. The 
tension was reduced through a series of meetings held in May and June 1963. 
However, on 9 July 1963, the Malaysian Prime Minister agreed on the establishment 
of the Malaysian Federation State. Inevitably, this action sparked another tension. A 
three-party negotiation between Indonesia, Malaysia and the UN failed to accomplish 
the best solution. Hence, a period of confrontation with Malaysia began on 3 May 
1964 through Dwi Komando Rakyat (Dwikora). The command instructed the 
following: 

1. Strengthen the revolution endurance. 

2. Support the revolutionary struggles of the peoples of Malaysia, Singapore, 
Sabah, Sarawak and Brunei to abort the Malaysia Puppet Country. 

Exclusive Rupiah for the West Irian Province 

Previously, Gulden Nederlandsche-Nieuw-Guinea (NNGf) currency was circulated in 
West New Guinea as the official currency. Upon the return of West New Guinea to RI, 
the government had to do some adjustment and printed exclusive rupiah currency 
for the West Irian Province (abbreviated as IB Rp), with an exchange rate of IB Rp 
1= NNGf 1. This remained so until government was capable to issue the rupiah that 
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was valid throughout Indonesia. NNGf coins and banknotes were withdrawn from 
circulation from 1 June 1963 to 30 November 1963. IB Rp was prohibited from being 
taken outside West Irian and on the other hand the rupiah which was valid in other 
states of RI was prohibited to enter West Irian. 

The emission and circulation of the IB Rp were contained in the Presidential Decree 
(Penpres) No. 2 of 1963 dated 1 May 1963. IB Rp comprised numerous 
denominations that were valid as the official payment instruments, namely: 

1. Banknotes issued by Bank Indonesia 

2. Government banknotes issued by the Minister of Revenues, Financing and 
Supervision. 

3. Coins issued by the Minister of Revenues, Financing and Supervision 

in addition to the types of money circulated as the official payment instruments in 
West Irian Province before the enactment of Presidential Decree No. 2 of 1963 . 

Exclusive Bank Indonesia Banknotes for West Irian 

Exclusively for West Irian, Bank Indonesia issued Uang Kertas Bank Indonesia 
(UKBI) of Soekarno Series marked with the year 1960. This UKBI Soekarno Series 
consists of three denominations, namely IB Rp 5, IB Rp 10 and IB Rp 100. The 
banknotes carried the main feature of "IRIAN BARAT" writing on the front side of the 
banknotes, while the serial numbers were found on the back side of the banknotes 
beginning with the letters "IB". This Soekarno Series of UKBI was signed by Mr. 
Soetikno Slamet and Mr. Indra Kasoema. The printing was done by PN Printing 
Kebayoran (PERKEBA), which had been exclusively set up to print banknotes and 
other commercial notes. 

Government Exclusive Coins and Banknotes for West Irian 

The exclusive coins and banknotes of the Republic of Indonesia that began to valid 
since 1 May 1963 were: 

1. Government exclusive coins for West Irian comprising 5 fractions, namely 1, 
5, 10, 25 and 50 cents. All were made of aluminium and were the Soekarno 
Series marked with the year 1962. The coins were printed by PN Arta Yas, 
which had been exclusively set up to print coins. 

2. Pursuant to Act No. 71 of 1958, article 1 paragraph (3), the government (via 
the Finance Minister) was entitled to issue government banknotes worth Rp 1 
and Rp 2.5 as an adjustment until there were enough coins in circulation. 
Exclusive to West Irian, government issued the Soekarno Series banknotes 
marked with the year 1961. This money was signed by the Finance Minister, 
Mr. Notohamiprodjo. It main feature was the "IRIAN BARAT" writing on the 
front side, while the serial numbers were found on the back side beginning 
with the letters "IB". It was printed by PN Percetakan Kebayoran (PERKEBA). 

Presidential Decree No. 2 of 1963 article 3 paragraph (1) stipulated that at the latest 
within 7 months period, or by 30 November 1963, all types of government coins and 
banknotes which had been circulated in West Irian before the enactment of 
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Presidential Decree No. 2 of 1963 , would be totally withdrawn from the circulation 
via exchange. 

Afterwards, through Presidential Decree No.27 of 1965 dated 13 December 1965, the 
government issued new banknotes and coins for the entire Republic of Indonesia, 
including West Irian. All types of money issued before the enactment of Presidential 
Decree would remain valid, including the IB Rp which was issued through Presidential 
Decree No. 2 of 1963. Article 2 of the Presidential Decree No.27 stated that the 
exchange rate between IB Rp with the new Rupiah (Rp) was IB Rp 1 = Rp 1. The 
withdrawal of IB Rp would be further regulated by the government. 

Through the Decree of the Ampera Presidential Cabinet of the Republic of Indoneisa 
No, 31/EK/KEP/9/66 dated 15 September 1966, the validity of the new rupiah that 
was declared as valid via the Presidential Decree No. 27 of 1965 was postponed and 
banknotes were withdrawn from circulation. Meanwhile IB Rp which valid through the 
Presidential Decree No. 2 of 1963 was declared to remain valid. 

IB Rp was finally withdrawn from the circulation. Presidential Decree No. 8/1971 
dated 18 February 1971 declared that the regular rupiah would valid in West Irian 
apart from the IB Rp. The withdrawal of IB Rp began on 31 May 1971 with the 
exchange rate of IB Rp 1 = Rp 18.90. 

The Next Episode 

Apart from the confrontation that Indonesia had with the Dutch, Indonesia waged 
confrontation with Malaysia. As the effort to reduce the use of Dollar Malaya 
currency, especially in the Riau Islands region, the government issued exclusive 
rupiah for Riau Islands (KR Rp). The emission of KK Rp was in compliance with 
Presidential Decree No. 9 of 1963. What were the types of KR Rp? What were the 
features likes? How was the withdrawal procedure? The rest of this article will answer 
all of these questions. Make sure you don't miss this. 
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3. Clearing Practice in 1959-1966 


Unlike the previous period, clearing practice during the 1959-1966 periods was only 
participated by five state banks. The private banks could only participated in clearing 
indirectly (subclearant) with one of the state bank as the intermediary bank, except 
Bank Indonesia. In this period clearing practice was based on the new clearing 
practice on 17 July 1956 and was valid on 1 August 1961. Until the establishment of 
the Sole Bank in August 1965, the agreement was replaced with the clearing 
agreement of 22 September 1965. There was no modification in the new clearing 
agreement, however it was stipulated that clearing could only be participated by two 
banks, namely Bank Negara Indonesia with its units and Bank Dagang Negara 
(BDN). 


Clearing was a means to calculate inter-banks documents run by the central bank to 
advance the non-cash payment system. The clearing practice in the period from 
1959-1966 was executed based on the "Clearing Agreement of 17 July 1961". What 
was the content of this clearing agreement? How was this different from the 
"Clearing Agreement of 26 June 1953"? Did it have the same clearing participants as 
that of the previous period? 

This article will describe the content of "Clearing Agreement of 17 June 1961" which 
was participated by 5 state banks, including the clearing procedure during the period 
from 1959-1966. 

Clearing was the means to calculate inter-bank documents run by the central bank to 
broaden and advance non-cash payment traffic. In Indonesia, clearing practice was 
run by the Bank Indonesia aimed to enhance the banking sector through the 
payment activities by way of documents calculated over the bank charges for the 
interest of the bank customers' account. 

Clearing practice during the period from 1959-1966 was different from that of the 
previous period. Nine member banks participated in the clearing practice during the 
1953-1959 period, including international private banks which were all state banks. 
Meanwhile, the private bank was allowed to take part in the clearing practice as the 
sub-clearant banks. 

Clearing in 1959-1966 

On 17 July 1961, the new clearing agreement was reached and began to be effective 
from 1 August 1961. This agreement was participated by 5 Jakarta clearing member 
banks. They were Bank Indonesia (BI), Bank Dagang Negara (BDN), Bank Koperasi 
Tani dan Nelayan (BKTN), Bank Negara Indonesia (BNI), and Bank Umum Negara 
(BUN). Clearing member banks were consisted only of state banks. Other state 
banks could become members as well with the approval of all previous members. For 
banks other than the state banks, they were allowed to take part in clearing 
indirectly via one of the state banks, except Bank Indonesia. Clearing agreement in 
branch offices had to be identical with the clearing agreement in Jakarta. Meanwhile, 
there was no alteration for the central counting agreement. 
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Clearing Procedure pursuant to the Clearing Agreement of 17 July 1961 

The offices of the members which were located outside of the city of Jakarta, but still 
within the Jakarta Raya region were allowed to participate via the office of the 
member in Grater Jakarta Area. 

Commercial papers counted in clearing were checks, bank drafts, demand deposits, 
transfer invoices, credit notes and other documents which according to all members 
could be counted through clearing. Exclusive for transfer invoices, this document 
could be only accounted for via clearing after the recipients put their signatures on 
such invoices and the members who legalized or endorsed these. Through Circular 
No. 9/75 on Miscellany dated 5 February 1962, BI included "Payment Instructions" 
and "Transfer to Current Account Orders" which were issued by Bank Pembangunan 
Indonesia (Bapindo) in clearing. 

For indirect participation between the sub-clearant clearing members and the 
intermediary clearing member banks, a special agreement was made. This 
agreement would be valid on the approval of all members. A bank could be 
considered being a sub-clearant upon meeting the average number of documents 
given to the intermediary bank within 3 months, namely four to six documents a 
day. Subclearant was also required to provide guarantee to its intermediary bank 
and issue the latest annual report. If the sub-clearant was allowed to participate in 
clearing in a given location, this approval was valid in other locations. Bapindo 
officially became BI's sub-clearant as stated in Circular No. 12/37 on Miscellany dated 
7 August 1964. 

In Jakarta, clearing took place in BI's Head Office and led by a BI staff appointed by 
the Board of Directors. Meanwhile, the clearing leader in the branch office was 
appointed by the local BI's Branch Manager. Each of the clearing members assigned 
a representative for the clearing meeting. The appointment had to be submitted in 
writing to the clearing leaser accompanied with a specimen of signature. 

The representatives of the clearing members would arrive in the clearing room every 
working day at 11.00, except Fridays and Saturdays at 10.30. With the approval of 
clearing members, the clearing meetings could be held more or less frequently. Its 
meeting length could also be made longer or shorter. The offices of the clearing 
members which were located outside the Jakarta Downtown Area, but still within 
Jakarta Great Area did not participate in the Saturday clearing meeting. The 
representatives that came late more than 5 minutes only received clearing 
documents without submitting their clearing documents. If the delay was more than 
15 minutes, the clearing leader had the right to decline the representatives taking 
part in clearing. 

Prior to the meeting, all clearing documents had to be sorted according to whom the 
documents would be passed on. Apart from that, these documents had to be 
separated in correspond to the debit and credit posts. Members of the 
representatives would submit these documents with a list that had been added and 
signed. In doing do, the representatives would receive receipts. The clearing 
documents had to be stamped "Clearing", name or abbreviation usually used by the 
members who submitted the documents, and date of submission. Demand deposits, 
checks and other commercial letters transferable via endorsement, once they were 
was stamped they would be considered having been paid by the submitting member. 
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Clearing stamps also indicated that the particular amount had been accounted on the 
date printed in the clearing documents. For the documents involving written 
instructions, the clearing stamps would signify the notice from the submitting 
members that these instructions were completed. Clearing stamps from sub-clearant 
signified guarantee from the intermediary member that the particular amount had 
been accounted with sub-clearant. 

All rejected documents had to be returned to the submitting members accompanied 
with a signed covering letter. The covering letter cited the reason for the rejection. 
These rejections occurred during the working days at 13.15 and on Saturdays at 
12.45. The members who received the rejection before 13.30 during the working 
days and at 13.00 on Saturdays had to submit the receipts as an exchange 
containing a request to BI to debit their accounts "based on the documents that were 
received again from clearing" as well as to credit the members' account requested 
for a rejection. Such requests had to be presented to BI before 13.45 during the 
working days and 13.15 on Saturdays. BI would verify whether the accounts of the 
imposed members had sufficient funds. 

If the rejected documents were the government's demand deposits and payment 
orders charged to the Head of Jakarta Kota Treasury Office or Jakarta Gambir 
submitted to BI, then BI would return these documents in two working days. 
Likewise, when the demand deposits submitted to BI was rejected by the post office, 
they would be returned in 2 working days from BI to the submitting members. 

Members of the representatives had to bring the balance of payables and receivables 
for the represented banks. In each meeting, the balance of payables and receivables 
was confirmed. Afterwards, the notes in duplicates were made to include the request 
to BI for the balance to be debited or credited to the represented members' 
accounts. After the clearing leader reviewed that it was balanced, these notes would 
be signed to show agreement. One sheet was returned to the representative of 
clearing member bank, while the other sheet was submitted to BI for posting. The 
clearing members in Jakarta stated that they gave the authority to BI to record these 
notes. BI recorded these balances on the same day these occurred. The debit 
balance was recorded with the valuation date on that day, while the credit balance 
was recorded with the valuation date of the following day. 

All clearing members in Jakarta had to keep sufficient balance to accommodate 
burdens which would be recorded by BI. If there was any clearing member who did 
not have the sufficient funds, then on the following day before 07.30, BI would 
advise that matter to all clearing members. BI would also announce the time for the 
representative meeting to cancel the clearing result and do the recount. 

While member banks with insufficient funds would be suspended temporary from 
their clearing membership. Aside from that, these members had to return all the 
previously received documents and obtained the documents from other clearing 
members. The clearing documents counting had to be repeated. New clearing 
balance bill had to be prepared, including the bookkeeping. BI would cancel the sub- 
clearant transactions if the intermediary bank wished so. BI had the right to ban 
clearing members in Jakarta to participate in the meeting if they were was 
considered lacking the funds. 
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Subclearant Agreement 

A specific agreement between the clearing members (also called the clearing 
member banks) and sub-clearant was made which had to be approved by all clearing 
members. The agreement contained the rights and responsibilities of the respective 
parties, member banks and their sub-clearants. 

Clearing bank served as the paying office for the withdrawn documents over sub¬ 
clearant that worth counting through clearing. At the latest 30 minutes before the 
clearing meeting took place, the sub-clearants had to provide the documents along 
with their enclosures which were well-organized to their clearing banks. Afterwards, 
the clearing bank would credit the sub-clearant accounts they had according to the 
total amount. Five minutes after the clearing had started; the sub-clearants had to 
be present in the clearing bank office to collect the receipts of the documents 
addressed to them. Afterwards, the clearing bank would burden the sub-clearant 
accounts in the amount equivalent to the total burden. 

The rejected documents by the sub-clearants had to be accompanied with a signed 
cover letter. These documents were then submitted to the clearing bank at the latest 
15 minutes before the clearing members gathered to collect the rejected documents 
from the sub-clearants. Likewise, when the documents from the sub-clearants were 
rejected by the other members. The sub-clearants had to be present in the clearing 
bank offices to collect the rejected documents. 
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4. Focus on Policies 1959-1966 


In respect to the cash payment, the policies were focused on achieving the 
Indonesian monetary unit. This was in response to the reintegration of West Irian 
into the Indonesian territories and the efforts to cope with the use of Malaya dollars 
in the Riau islands. 


In respect to the cash payment, the policies were focused on achieving the 
Indonesian monetary unit. This was in response to the reintegration of West Irian 
into the Indonesian territories and the efforts to cope with the use of Malaya dollars 
in the Riau islands. Accordingly, the policies were focused on issuing rupiah currency 
which would be valid all over Indonesia without exception. The policy began to 
enforced only from 1966. 

While in correspond to the non-cash payment, the policies were focused on 
amending the regulations on interbank clearing transactions, including administrative 
sanction and crime penalty for those breaching the regulation. This move was aimed 
at maintaining the public trust in non-cash payment traffic. 
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5. Strategic Measures 1959-1966 


From the side of non-cash payment, the coordination between the Government and 
BI occurred, among others, to curb bad cheques due to the rampant release of bad 
cheques by the bank customers. This eroded the public trust in banking and the 
payment system. 


From the cash payment side, the Government coordinated with BI as follows: 

1. The Government and BI jointly issued the special banknotes for West Irian, 
namely upon the issuance of Presidential Decree No. 2 of 1963 which determined 
the types of coins and banknotes of the Republic of Indonesia as well as special 
BI's banknotes and coins for West Irian which was valid from 1 May 1963. 

2. The enactment of Government Regulation No. 27 of 1965 which also authorized 
BI to issue all types banknotes and coins and their denominations. Formerly, BI 
was restricted to issue only Rp 5 denomination and above, while the 
denomination below Rp 5 was issued by the Government. 

From the side of non-cash payment, the coordination between the Government and 
BI occurred, among others, to curb bad cheques due to the rampant release of bad 
cheques by the bank customers. This eroded the public trust in banking and the 
payment system. Both institutions set up the Coordination Team to Execute Act No. 
17 of 1964. The team was made up of 8 members on behalf of the Minister for 
Central Bank Affairs, Minister for Scrutinizing Banks and Private Capital Affairs, 
Minister/Chief Police and Minister/Attorney General. 
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6. Cash Payment System 
a. Management of Cash Payment 1959-1966 


To improve the country's financial and economic conditions, the Government in this 
period decided to reduce the money supply. By virtue of Government Regulation in 
lieu of Act No. 2 of 1959, as from 25 August 1959, the banknotes of Rp 500 dan Rp 
1,000 denominations was reduced to 10% of their nominal value to Rp 50 dan Rp 
100 . 


Drastic value cut of banknotes of Rp 500 dan Rp 1,000 denominations 

To improve the country's financial and economic conditions, the Government in this 
period decided to reduce the money supply. By virtue of Government Regulation in 
lieu of Act No. 2 of 1959, as from 25 August 1959, the banknotes of Rp 500 dan Rp 
1,000 denominations was reduced to 10% of their nominal value to Rp 50 dan Rp 
100. The affected banknotes were: 

• The Central Bank banknotes of the Animal series (without year mark) of Rp 
500 dan Rp 1,000 denominations. 

• The Central Bank banknotes of 1952 emission of Rp 500 dan Rp 1,000 
denominations. 

• De Javasche Bank banknotes of 1946 emission of Rp 500 denomination. 

The banknotes with plumeted value (10% of their nominal value) remained valid 
instrument payments until they were replaced with the other banknotes. Both 
denominations were withdrawn from circulation on 28 September 1959 and could be 
exchanged with the new banknotes until 31 December 1959. As a result, they were 
phased out from 1 January 1960. The new banknote substitutions were the Central 
Bank banknotes of Rp5 up to Rp 100 denominations of the Animal series and of 1952 
emission. 
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b. Cash Payment Instrumen 1959-1966 


1. The Central Bank Banknotes 

By the end of this period, BI issued new banknotes, namely the Manual Workers 
Series marked 1958 which were circulated in stages as from 1959. 

2. Banknotes of the Government of the Republic of Indonesia 

In this period, the Government of the Republic of Indonesia kept issuing banknotes 
and coins in compliance to Act No. 11 of 1953 with denominations below 5 rupiah. 

3. Exclusive Rupiah Banknotes for West Irian 

Upon the integration of West Irian to the Republic of Indonesia, the Government 
issued a series of regulations on rupiah units which were exclusively valid in West 
Irian Province. 

4. Exclusive Rupiah Banknotes for the Riau Islands 

The Riau Islands are situated near Malaysia and were then difficult to avoid the using 
of Malay Dollar as a common payment instrument for economic transactions in this 
area. 

5. New Banknotes series of 1965 

To achieve the monetary unity across Indonesian territories, the Government 
deemed it necessary to regulate the valid payment instrument for the entire 
Indonesian territories including West Irian Province.. 


1. The Central Bank Banknotes 

By the end of this period, BI issued new banknotes, namely the Manual Workers 
Series marked 1958 which were circulated in stages as from 1959. The Manual 
Workers Series comprised 9 denominations, namely 5-rupiah, 10-rupiah, 25-rupiah, 
50-rupiah, 100-rupiah, 500-rupiah, 1,000-rupiah, 5,000-rupiah and 10,000 rupiah 
marked 1964 and they began to be circulated in August 1964. 

Background: The Manual Worker Series of five thousand rupiah denomination, of 
1958 emission 
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Background: The Manual Worker Series of ten thousand rupiah denomination, of 
1964 emission 
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These series depicted a number of craftsmanship and manual work, such as painting 
(5-rupiah), statue carving (10-rupiah), weaving (25-rupiah), spinning (50-rupiah), 
rubber tapping (100-rupiah), coconut peeling (500-rupiah), silver engraving (1,000- 
rupiah), rice harvesting (5,000-rupiah) and net fishing (10,000-rupiah) 
denominations. These Manual Worker Series of 1958 emission were signed by the 
Central Bank Governor, Mr. Loekman Hakim along with Director, Mr. T.R.B. 
Sabaroedin. 


Background: The Manual Worker Series of five thousand rupiah denomination, of 
1958 emission 
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With exception of 500-rupiah denomination which was printed by Thomas De La Rue, 
the other denominations were printed by PT. Percetakan Kebayoran. 

2. Banknotes of the Government of the Republic of Indonesia 

In this period, the Government of the Republic of Indonesia kept issuing banknotes 
and coins in compliance to Law No. 11 of 1953 with denominations below 5 rupiah. 
The Food & Clothing Series of 1-rupiah and 2V2-rupiah were issued in two emissions, 
namely in 1960 and 1961. The 1-rupiah denomination depicted the Farmer and 
Ricefield on the front side and Foodcrops on the reverse side. While the 2V2-rupiah 
denomination depicted Farmer in a Corn Field on the front side and Rice and Corn at 
the back side. Both Food & Clothing Series had the same features, except they were 
signed by the Minister of Finance, Ir. Djuanda Kartawidjaja for the 1960 emission, 
and RM Notohamiprodjo for the 1961 emission. 

Background: The Food & Clothing Series of one rupiah denomination, marked 1960 
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Later on, the Government issued the President Soekarno series of 1964 emission 
signed by Mr. Soemarno. These series were the last emission of the government 


16 





Special Unit for Bank Indonesia Museum: History of Bank Indonesia 


money. Afterwards, the Government no longer issued money as the responsibility 
was shifted to BI to issue all types of banknotes and coins in all denominations. 


Background: The President Soekarno Series of two and half rupiah denomination, 
marked 1964 



3. Exclusive Rupiah Banknotes for West Irian 

Upon the integration of West Irian to the Republic of Indonesia, the Government 
issued a series of regulations on rupiah units which were exclusively valid in West 
Irian Province. As from 1 May 1963, this West Irian Rupiah banknotes (IB Rp) served 
as an acceptable payment instrument in West Irian only. This currency was not 
acceptable as a valid instrument payment in the rest of Indonesian territories outside 
West Irian. 

4. Exclusive Rupiah Banknotes for the Riau Islands 

The Riau Islands are situated near Malaysia and were then difficult to avoid the using 
of Malay Dollar as a common payment instrument for economic transactions in this 
area. To cope with this complexity, the Government decided to take a transitionary 
step, namely introducing a rupiah unit which was valid exclusively throughout the 
Riau Islands district. 

5. New Banknotes series of 1965 

To achieve the monetary unity across Indonesian territories, the Government 
deemed it necessary to regulate the valid payment instrument for the entire 
Indonesian territories including West Irian Province. In correspond to this, the 
Government issued Presidential Decree No. 27 of 1965 dated 13 December 1965 to 
regulate the emission of New Rupiah series as the valid payment instrument 
throughout Indonesia and the withdrawal of Old Rupiah banknotes from circulation. 

Background: New Rupiah Banknotes of the Volunteer Series of fifty cent 
denomination 



Upon the circulation of New Rupiah banknotes, the old ones had to be gradually 
exchanged with the new ones to avoid any dualism of the existing banknotes. As 
from 1 October 1966, the Government instructed the use of the new Rupiah 
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banknotes used in the transaction of goods and services and for financial 
administration purpose. 


Background: New Rupiah Banknotes of the Volunteer Series of one cent 
denomination 
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7. Non-Cash Payment System 
a. Management of Non-Cash Payment 1959-1966 


To prevent the public confidence from being eroded in the payment system traffic, BI 
amended the clearing regulations, among others the provisions on bad cheques and 
crossed cheques and imposing of administrative and criminal penalties. The 
Government also issued the provisions on the Government's role in developing the 
cheque payment traffic as to reduce the dependence on cash.. 


To prevent the public confidence from being eroded in the payment system traffic, BI 
amended the clearing regulations, among others the provisions on bad cheques and 
crossed cheques and imposing of administrative and criminal penalties. The 
Government also issued the provisions on the Government's role in developing the 
cheque payment traffic as to reduce the dependence on cash. 

Apart from that, on 17 July 1961, the government made a new clearing agreement 
among the state banks. This agreement was not effective until 1 August 1961. Under 
this agreement, the clearing participant banks were state banks only. Non-state 
banks were allowed to indirectly take part in the local clearing represented by one of 
the state banks, with the exception of BI. This clearing agreement was participated 
by five members of Jakarta clearing office, namely: BI, Bank Dagang Negara, Bank 
Koperasi Tani dan Nelayan, Bank Negara Indonesia and Bank Umum Negara. 


As for the supervision, this clearing supervision role was carried out by the officer in 
charge of Administration, Organization and Supervision affairs. And on 13 May 1965, 
BI, regulated that the supervision of clearing/cheque payment traffic be carried out 
by an officer in charge Banking/Counseling Affairs. 
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b. Non-Cash Payment Instruments 1959-1966 


In this period, the non-cash payment transactions inter-BI offices took place via 
telegram, telex, or phone. The money transfer by a bank used the Domestic Money 
Transfer Request form filled out based on the crossed cheques from the bank. 


In this period, the non-cash payment transactions inter-BI offices took place via 
telegram, telex, or phone. The money transfer by a bank used the Domestic Money 
Transfer Request form filled out based on the crossed cheques from the bank. 
Further instruction to the intended office was made telegraphically or via the phone 
or telex. This form was later known as Money Transfer form via Telex/Phone (PUT). 
The money transfer via telex/phone or telegraphically means that used the post 
office service had to be recorded in both the sending office and recipient office. Each 
money transfer to another office was followed with the sending of the written 
confirmation, which served as the control instrument. The recording in the recipient 
office had to quote the code number of the sending office as to avoid double 
payments. 

The incoming transfer which had not been received or recorded was treated as "the 
money in transit". Periodically, the data in the sending office and recipient office 
were subject to reconciliation administered by a separate working unit. 


The transactions conducted among BI offices for both expenditure and revenue 
purposes used inter-office documents, namely Debit Note via Telex (NDT) or Debit 
Note via Letter (NDS) for debit transactions, and Credit Note via Telex (NKT) or 
Credit Note via Letter (NKS) for credit transaction. 

The payment system for foreign transactions remained in place, namely using letters 
of credit (L/C). While, the fund transfer from or to another country relied on mail 
transfer or telegraphic transfer. BI maintained its accounts in overseas foreign banks 
to pool BI's own foreign transactions or to cater the Government's purposes. Also, BI 
took over the traveller's cheques (TC) from overseas banks with correspondence 
relationship with BI. The head office of BI appointed its branch offices which could 
take over traveller's cheques. In the meantime, within the clearing agreement, the 
documents exchanged were cheques, bank drafts, crossed cheques, credit notes, 
transfer invoices and other commercial paper. 
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